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EXELON/DP&L MERGER
DOCKEI'NO. 14,193
DII{ECT TES'TIMONY OF DAVID C. PAIìCELL

A. PLEASE STATE YOUR NÁ,ME, OCCUPATION, AND BUSINDSS ADDIìtr,SS.

A. My name is David C. Parcell. I am Ptesidenl and Senior Economist of Technical

Associates, Inc. My business address is Suite 580, 9030 Stony point parkway,

Richmond, VA23235.

PLEASE SUMMARIZE YOUII EDUCATIONAL BACKGROUND AND

PROFESSIONAL EXPDRIENCE.

I hold B.A. (1969) and M.A. (1970) degrees in economics from Virginia Polytechnic

Institute and State University (Virginia Tech) and a M.B.A. (1985) from Virginia

Commonwealth University. I have been a consulting economist with Technical

Associates since 1970. I have provided testimony related to cost of capital and other

financial issues in public utility proceedings dating back fo 1972. In connection with this,

I have previously hled testimony and/or testified in more than 500 utilily proceedings

before over 50 regulatory agencies in the United States and Canada. Attachment 1

provides a more complete description ofmy education and relevant work experience.

HAVE YOU PREVIOUSLY TESTIF'IED BEFORE THIS COMMISSION?

Yes, I have. Since 1997, I have testified in about 20 public utility proceedings before this

Cornmission, on behalf of the Commission Staff and the Division of public Advocate

(.'DPA'). Several of these proceedings were Delmarva Power & Light Co. C,DPAL,)

rate proceedings.

WHAT IS TI{E PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

Technical Associates has been retained by the DPA to examine various aspects of the

proposed merger applicafion filed by Exelon Corporation ("Exelon',) and pepco

Holdings, Inc. ("PHI"), wherein DP&L would become an ultirnate subsidiary of Exelon.
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My testimony l'elates to the ring fencing rnechanisms proposed by DP&L and Exelon in

the everlt the merger is approved. My colleague Glenn A. Watkins will present the

DPA's position on whether Õr not the merger should be approved, and if so, under what

conditions.

WI{AT IS "RING F'ENCING"?

In the context of public utilities, ring fencing generally refer.s to olle or more mechanisms

that are clesigned to insulate or protect a regulated public utility (and its customers) from

the activities (whether regulated or uruegulated) of the utility's parent andlor affiliated

companies. Ring fencing often is implemerfed when a public utility is acquired by or

merged into anothel' entity that operates in other jurisdictions or in more risky or

unregulated businesses.

In a recent report prepared for the National Association of Regulatory tJtility

Cotnmissioners, ring fencing is described as " a term of ar1 with parlicular significance in

the utility industry." I

This report also cited 1wo other definitions of ring fencing:

Ring-fencing has been defined in different ways but generally
involves techniques used to insulate the credit risk of an issuer
from the risks of affiliate issuers within a corporate structure.

(lling-fencing Mechanísms for Insulating q Utility in a Holding Contpany System,
NARUC Staff Subcommittee on Accounting and Finance, 2003).

Ring-fencing is defined as the legal walling off of ceÍain assets or
liabilities within a corporation, as in a company forming a new
subsidiary to protect (ring-fence) specific assets from c¡editors.

Don'l Fence Me Out, Steve Fetter, Public Utilities Fortnightly, October 2004.

I "systematic Ring-Fencing: A Quantitative Approach to Balancing the Interests of Utilities and Regulators,"
prepared by Overland Consulting for the National Associatiou ofRegulatory Utility Commissioners, March 18,
20t4.



EXELON/DP&L MBIìGER
DOCKETNO. 14-193
DIRECT TESTIMONY 01ì DAVID C, PARCEI,I,

0.

A.

HAS RING FENCING EVDR PROVED BI,NEFICIAL TO A PUBLIC UTILITY

AND ITS CUSTOMERS?

Yes. A prominent example of the benefits of ring fencing was described in a 2005

"Report on Ring-Fenoing" that was prepared by Staff members of the Utal-r Division of

Public Utilities. This report stated:

The purpose of such isolation [i.e., ring fencing] is primarily
defensive in that it seeks to protect the utility and its ratepayers
from being aflected by negative f¿ctors affecting the parent
holding company ol affiliates. A recent example of successful
ring-fencing is the malter of Podland General Electric in which
Oregon regulators ordered it ring-fenced fi.om its parent Enron.
When Enron imploded Portland Gene¡al was relatively unscathed,
although its debt rating was reduced below investment grade and it
had difficulty raising funds the short-term credit markets. 2

As noted, even the ring fencing employed by Portland General Electric in Oregon did not

totally insulate the utility from the Enron bankruptcy, as its debt rating was reduced

below investment gÌ'ade. Nevertheless, it apparerfly insulated the utility from the

bankruptcy proceedings and liquidation.

IS RING FENCING IMPOIITANT TO THE RATING AGENCIES?

Yes. In a March 2005 "Rating Methodology: Global Reguiated Electric Utilities" report,

Moody's stated:

Utility companies may have multiple legal entities within a single
consolidated organization. This is the prevalent legal structure in
the US, even for small utilities... In the US, most utility families
have an unlegulated holding company. The holding company will
have one oÍ more regulated operating subsidiaries, and may have
one oÌ more unregulated subsidiaries. Most utility families in the
US issue debt at muhiple legal entities within the organizational
family.

? "Repoft on Ring-Fencing," prepaled by Charles E. Peterson and Elizabeth M. Brereton, Division ofpublic
Utilities, Utah State Department ofCommerce, September 2005.
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In the case of multiple legal entities within a single issuer family,
our approach is to assess each issucr on a stand-alolte basis as
wcll as evaluating thc creditworthincss of thc consolidated
entily. Wc then asscss thc degrec of legal and regulatory
insulation that cxists between thc lower-risk rcgulatcd cntities
and thc higher-risk unregulatcd cntitics.

The dcgrec of notching (i.c., thc rating differcntial) bcfwccn
cntities in a singlc family of companies dcpcnds upon the
degrcc of insulation that exists bctwccn rcgulated and
unrcgulated entitics. If the regulatory framework or regulatory
plactice establishes that there is substantial ring-fencing type
insulation for the regulated entity, there rnay be three or more
notches of rating differential between the regulated and the
utuegulaled entities. If there is little or no ring-fencing, there will
usually be only a one- or two-notch differential between the
unregulated entity (in most cases a holding company) and the
regulated entity (in most cases an operating company).

Rcgulatory ring-fcncing for utitities may include minimum
equity rcquiremcnts, Iimitations on úhc movement of funds
from regulatcd cntities to unregulated cntities, and
prohibitions against credit supporf by rcgulated entitics for
unregulatcd cntities, This may exist by statute, but most typically
takes the form of rules that are established by the regulator. In the
Uniled States, where these provisions are most common, the rules
may differ for individual utilities in the same state.

Many regulators restrict the ability of utilities to extend
intercompany loans, guarantees, or to make paymeffs to
unregulated afhliates and parent holding companies. F-or exarnple,
utilities in the state of Wisconsin may only pay dividends to their
unregulated holding company (the ultimate parent company in
these organizations) in excess of an amount established in each rate
case if common equity falls below an authorized level.

Regulators also often have wide discretion to impose new
restrictions on regulated entities when the utility appears to be
threatened by weakness of its unregulated affiliates. For example,
the state regulatory commission in Oregon established tight
limitations on a¡y movement of funds by Portland General to its
parent company when the parent company filed for bankruptcy
protection. These ring-fencing protections were a key reason that
Porlland General did not default or experience substarfial financial
distress while its parent was in bankruptcy.
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Where regulated utility entities are not well insulated from
unregulated affiliates, the ratings of lhese entities will be notched
fairly closely, generally within one or two notches. This will be
the case even when one entity has substantially stronger financial
ratios than its affiliate, if there is little or no restriction upon
r¡ovement of funds between the two erfities. or if ther.e is a
substantial operational ifteldependence. For example, where the
regulated utility is highly dependent upon contl'actual pur.chases of
power from its unregulated generating affiliate, the ratings of these
two entities will likely be one or two notches apart even if their
individual financial profiles would suggest differerf ratings on a
stand-alone basis.

Where regulated utility cntities are strongly insulated from
unregulated afliliatcs through prohibitions on loans and credit
support, whcrc there arc strong regulatory limitations on
dividends, and wherc therc is litfle or no opcrational
interrclationship bcfwecn rcgulated and unrcgulafed affiliates,
thc ratings will be driven more by thc stand-alonc crcdit
qualiff ofcach cntity, and may bc three or morc notchcs apart.

[Emphasis addedl.

Several points are apparent from this Moody's description of its ring fencing

25 criteria. First, ring fencing is deened to be a necessary and important factor in utility

26 holding companies, particularly those with substantial unregulated operations. Second,

27 ring fencing does not just protect lower-risk regulated utility operations from parent

28 andlor other affiliate bankruptcies, but also affects credit ratings and debt costs that can

29 be impacted by more risky unregulated operations even in the absence of a bankruptcy.

30 Third, it is perceived that utilities' regulated operations are less risky than unregulated

31 subsidiaries and/or operations within a holding company framework.

32 A. HAVE THE RATING AGENCIES CITED RING FENCING AS AN IMPORTANT

33 F'ACTOR IN THE PROPOSED Mtr,RGER BETWEÐN EXELON AND PHI?
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DO YOU BELIEVE THAT RING FENCING IS ESPECIA,LLY IMPORTANT IN

TIIE CIRCUMSTANCDS OF TI{E CURRìlNT PROPOSED MERGER?

Yes, I do. There are two aspects of the recent and current financial/operational

characteristics of Exelon that make it especially important that DP&L be properly ring

fenced. First, Exelon has one ofthe largest "fleets" of nuclear power plants ofany U.S.

utility holding company. Some ofthese nuclear power plants are operated outside ofthe

regulated subsidiaries of Exelon, meaning that they are operating in the unregulated

power supply market. This is a distinguishing factor from the 2002 merger of DP&L

with PEPCO to form PHI, wherein both entities had divested their generation assets and

become less-risky "wires-only" companies providing transmission and distribution

service.

Second, Exelon has experienced several years of adverse financial results fiom its

unregulated generation subsidiary. In fact, Exelon cut its common share dividend in
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2013 l:y 41o/o, a move that Value Line described (Febluary 22,2013) as an effort to

presel've its investmeft grade credit rating, which was largely driven by the poor

perfonnance of its nonlegulated assets.

A. HAVE THE RATING AGENCIES COMMENTED ON THE RELATIVELY

MORIì RISKY NONREGI]I,ATED OPNRATIONS OF EXELON IN TI{EIR

CREDIT ASSESSMENTS OF THT] I'ROPOSED MERGER?

Yes, they have. For example,

I'
HOW DO DP&L'S SECURITY IìA.TINGS COMPARE TO THOSE OF'EXELON

AND THE OTHER AFFILIATES OF EXELON AND PI{I?

I have prepared Schedule 1 to show this comparison. As this indicates, DP&L's ratings

generally compare favorably to those of cerlain other utility subsidiaries of PHI and

Exelon (i.e., Commonwealth Edison and Atlantic City Electric), which have lower ratings

than other utility subsidiaries (i.e., BG&E and PECO Energy). On the other hand, DP&L

has higher ratings than those of Exelon, PHI, and Exelon Generating.

HOW HAS RING FENCING BEDN ADDRESSED IN THD APPLICATION?

Mr. Khouzami addressed the proposed ring fencing neasures that Exelon intends to

implement in connection with the proposed merger. Following the merger, DP&l, will

remain a subsidiary of Conectiv, which will remain a subsidiary of PHI, which in turn

will become a limited liability cornpany and a subsidiary of a "special purpose entity"

a.

A.

a.

A.



EXELON/DP&L MERGER
DOCKIITNO. 14-193
DIREC'I TìJSTIMONY OF DAVID C. PAIìCELL

5

6

7

1

2

3

4

9
10

11

12

13

I4
15

t6
17

18

19

20

21

22

23

25

26

27
28

('SPE'), which in turn will be a direct subsidiary of Exelon Energy Delivery Company,

LLC.

According to Mr. Khouzami's testimony (Pages 10-11), Exelon and PHI have

committed to implement the following ring fencing alrangements for at least five years

following the merger:

DP&L will maintain its separate existence and separate fi'anchise privileges;

DP&L will maintain separate books and records;

DP&L's books and records peltaining to its operations in Delaware will be
available for inspection and exarnination by the Commission; and

DP&L will mainfain separate debt so that it will not be responsible for the debts
of affiliate companies and prefened stock, if any, and DP&L will maintain its
own cofporate debt rating, as well as ratings for long-term debt and preferred
stock.

Mr. Khouzami also indicates that "Exelon anticipates obtaining a legal opinion

that, as a result of the ring-fencing measures it proposes to implement, a bankuptcy couft

would not consolidate the assets and liabilities of the SPE with those of Exelon, in the

everf ofan Exelon bankruptcy, or the assets and liabilities ofPHI with those of either the

SPE or Exelon, in the event of a bankruptcy of either of those two entities." (Khouzami

Direct Testimony at 13, ,lines 1-5).

The Joint Applicants' response to PSC-FN-29 (attached as Schedule 2) appears to

provide a more complete description of the proposed ring fencing measures that Exelon

intends to implement. I believe the most impofant proposed ring fencing measures are

the following:

o The SPE shall maintain adequate capital in light of its
contemplated business purpose, transactions and liabilities;
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provided, however, the folegoing shall not requile the owners to
make any additional capital contributions;

. PHI and each of PHI's subsidiaries will maintain separate books,
accounts and financial statements reflecting its separate assets and
liabilities;

o Each PHI utility will maintain separate debt and preferred stock, if
any, so that none will be responsible for the debts or preferred
stock of affiliated companies, and will maintain its own corporate
and debt credit rating as well as ratings for long-temt debt and
prefened stock, ifany. PIll and its subsidiaries will use reasonable
efforts 1o maintain separate credit ratings for theil publicly traded
securities. PHI and its subsidiaries will use reasonable efforts and
prudence to presewe an investnent grade credif rating; and

o The PHI utilities shall not make any distribution to their parent if
the utility's senior unsecured credit rating, or its equivalent, is
rated by two of the three major credit rafing agencies below the
generally accepted definition of investmerf grade.

Wtr,RN, ANY RING FENCING MECHANISMS IMPLEMENTED WHEN DP&L

wAs ACQUIRDD BY PEPCO tN 2002?

Apparently there were no ring fencing mechanisms implemented at the time of the

merger ofDP&L (Conectiv) and Pepco to form PIII. See Schedule 3 (response to DPA

Request No. 26).

HAS DP&L SUBSEQUENTLY IMPLEMENTDD RING F'ENCING

PROVISIONS?

Yes. DP&L has had cerlain ring measures in place since Opinion and Order No. 801 1 on

PSC Docket No. 09-414. In that proceeding, the Commission Staff maintained that the

PHI unregulated affiliates' financial problems created a liquidity crisis in 2008. As a

result, Staff proposed certain rink fencing measrlres that were designed to insulate DP&L

a.
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T7 A. WHAT RING F'ENCING MEASURtr,S DID THE COMMISSION IMPLEMENT

I8 IN OPINION.A.ND ORDER NO. 8011?

19 A. The Commission approved the following ring fencing measures:

We accept the Hearing Examiner's recommendation to accept
cerlain of the proposed ring fencing measures and rej ect others.
We do not believe that ring fencing measures are a solution in
search of a nonexistent problem, as Delmarva contended at oral
argurnent. Although PHI is now divesting itself of its unregulated
subsidiaries, future PHI management could choose to effer i o
unregulated activities. And although we have not found that
Delmarva ratepayers were negatively affected by the 2008 events
involving PHI's unregulated subsidiaries, it seems clear that those
evenTs could have had a significant adverse effect on Delmarva and
its ratepayers. We believe it is better to have measures in place to
prevent such an effect rather- than have to react to an event when it
Õccurs.

1. DP&L shall not make any distributions that would cause its equity capital to
fall below 40% ofpermanent capital.

2. DP8.L shall continue to rnaintain cash management practices for that are
distinct from PHI and any affiliate.

3. DP&L shall not enter into any inter-company loans, guarantees or c¡edit
suppofi agreements with PHI or any affihate, or that create any expectation of
any form ofutility support for non-utilities.

4. DP&L shall continue to maintain accounting books and records separate from
those ofPHI and any affiliate.

5. DP&L and PHI provide the Commission with access to all books, records,
documents, data, board minutes, presentations and forecasts of the Company,
PHI and all PHI subsidiaries and affiliates; provided, however, thal PHI
affiliates shall not be required to disclose their business forecasts unless the
Commission orders olherwise.

6. No DP&L asset, financial suppof, or cash flow shall be pledged or used as

collateral for the benefit ofany entity except DP&L, and any PHI and affiliate
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1 financing agreements and arraùgernents shall disclaim any informal'
2 representalion, conrmilnreut, or expectation ofsuch support.
3

4 7. DP&L shall frle a repof with the Commission on an annual basis,
5 commencing for the year, 201 1, addressing the status of its compliance with
6 each ofthese rink fencing requirements.
1

8 Q. ITAS DP&L FILED ANNUAL REPORTS \ilITH TI{E COMMISSION

9 REGARDING THESD RING FENCING MEASURES?

10 A. Yes. DP&L provided copies of its 2012 and 2013 "Annual Ring Fencing Repoús" as

11 part of the Company's response to PSC-FN-l7. A copy of lhe "2013 Annual Ring

12 Fencing Report" is attachcd as Schedule 4.

13 A. DOES DP&L ALSO FILE ANNUAL RING F'ENCING REPORTS IN

14 MARYLAND?

15 A. Yes, it does. According to the response to PSC-FN-l7, DP&L frles annual Ring Fencing

16 Reports in Maryland pursuant to COMAR Section 20.40.02.08. A copy of the 2013

17 Maryland Ring Fencing Report (exclusive of accompanying copy of rating agency

18 reports) is attached as Schedule 5.

19 O. DO YOU HAVE ANY CONCERNS OR RESERVATIONS ABOUT THE RING

20 FENCING MECHANISMS BÐING I'ROPOSED?

21 A. Yes. There is a decided lack of specificity in the ring fencing proposals being subrnitted

22 by Exelon.

23 For example, even though the Joint Applicants propose that DP&L will 'lnaintain

24 adequate capital," there is no measure of "adequate capital" in the ring fencing

ll
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mechanisms.4 In contrast, the existing ring fencing mechanisms that DP&I- has in place

require that it maintain at leasl a 40'r/o equity ratio in older for it to make a "distribution of

capital" to its parent. In addition, although both "Commitment 11 - Corporate

Organization, Financial Integlity and I{ing-Fencing" in Appendix C of the Filing and

Mt. Khouzami's Direct Teslimony indicate that "Exelon comrnits to target an average

equity level of at least 48% in DP&L as well as the other PIII utilities fol raternaking

purposes," the proposed ring fencing provisions do not suppoÍ this commitment.

I note in this regard that DP&L's response to PSC-FN-36 (attached as Schedule 6)

indicates that Baltimore Gas & Electric ('BG&E), an Exelon subsidiary, is prohibited

from paying dividends to its parent company unless at least a 48%o equity threshold will

be maintained after the dividend is paid:

However, pursuant to the order issued by the Maryland Public
Service Commission on October 30, 2009 in connection with its
approval of the transaction with EDF, BGE cannot pay common
dividends if (a) after the dividend payment, BGE's equiry ratio
would be below 48% as calculated under the Maryland PSC's
ratemaking precedents, or (b) BGE's senior unsecured credit is
rated by two of the three major credit raling agencies below
investment grade.

This indicates that BG&E, a Exelon affiliate, has a 48Yo ring fencing

"commitment" that prohibits payment of dividends to Exelon unless the 48% level is

maintained.

4 DP&L does note tlìat it will continue to comply with its existìng ling fencing measures that were established in the
above-cited Opinion and Order No. 801 l, whiclì cited a 40% equity threshold maintenance required for the payment
ofdividends to its parent company.

t2
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In addition, as stated in DP&L's response to PSC-FN-35 (attached as Schedule 7),

"DP&L's dividend policy is to rnaintain the equity corrrponent of the capital structure in

the 49%o fo 50't/o range."

DOES DP&L INTEND TO APPLY ALL OF'THE IìING FENCING MEASURES

ADOPTED IN MARYLAND IN CONNECTION WITI{ THE MEIìGER OF BG&E

AND EXELON TO THD CURRENT MERGER AND RELATED RING F'ENCING

MEASUruTS?

No, it does not. Schedule I shows a number of ring fencing tneasures adopted in

connection with the BG&E/Exelon merger. I note tlrat following the BG&E merger with

Exelon (and implementation of the related ring fencing mechanisms), the rating agencies

increased BG&E's credit ratings.

DO YOU HAVE ANY SPDCIF'IC PROPOSALS TO ENHANCE THE RING

FENCING OF EXELON AND DP&L IN CONNECTION WITH THE PROPOSED

MEIIGER?

Yes. First, I recomrnend that the Commission require that the ring fencing mechanisms

contain some specific guidelines with regard to the level of "adequate capital." I suggest

that dividend payments to Exelon only be allowed if DP&L's common equity ratio (after

the payment of dividends) exceeds some specific threshold, such as 480/0. This is the

common equity "threshold" cited in the Exelon - BG&E merger in Maryland.

Second, I recommend that all of the provisions of the Maryland ring fencing that

were implemented in connection with the BG&E - Exelon merger be implemented for

DP&L.

l3
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1 Third, I recommend that DP&L agree to implement any ring fencing provision in

2 Delaware that any other PHI subsidiary agrees to or will be requiled to implement as a

3 condition of melger approval in either Maryland or the District of Columbia.

4 Q. DO[,S THIS COMPLETII YOUR TESTIMONY?

5 A. Yes.
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Research Associate, Depaftment of Economics, Virginia
Polytechnic Institute and State University

Omicron Delta Epsilon - Honor Society in Economics
Beta Gamma Sigma - National Scholastic Honor Society of Business Administration
Alpha Iota Delta - National Decision Sciences Iìonorary Society
Phi Kappa Phi - Scholastic I lonor Society

PROF'ESSIONAL DESIGNATIONS

Certified Rate of Return Analyst - Founding Member

RELEVANT EXPERIENCE

Financial Economics -- Advised and assisted many Virginia banks and savings and loan
associations on organizational and regulatory matters. Testified approximately 25 times before
the Virginia State Corporation Commission and the Regional Administrator of National Banks
on matters related to branching and organization for banks, savings and loan associations, and
consumer finance companies. Advised financial institutions on interest rate structure and loan
maturity. Testified before Virginia State Corporation Commission on maximum rates for
consumer finance companies.
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Testified before several con'ìnittees and subcommittees of Virginia General Assembly on
numerous banking mattel s.

Clients have included First National Bank of Rocky Mount, Pafrick lJenry National Bank,
Peoples Bank of Danville, Blue Ridge Bank, Bank ofEssex, and Signet Bank.

Published articles in law reviews and other periodicals on structure and regulation of
banking/financial serwices industry.

Utility Econorrrics -- Performed numel'ous financial studies of regulated public utilities.
Testified in over 300 cases before some thirly state and federal regulatory agencies.

Prepared nunìerous rate of leturn studies incorporating cost of equity determination based on
DCF, CAPM, comparable earnings and other models. Developed procedures for identifying
differential risk characteristics by nuclear construction and other factors.

Conducted studies with respect to cost of service and indexing for determining utility rates, the
development of annual review procedures for regulatory control of utilities, fuel and power plant
cost recovery adjustment clauses, power supply agreements among affiliates, utility franchise
fees, and use of short-term debt in capital structure.

Presented expert testimony before federal regulatory agencies Federal Energy Regulatory
Commission, Federal Power Commission, and National Energy Board (Canada), state regulatory
agencies in Alabama, Alaska, Arizona, Arkansas, California, Connecticut, Delaware, Districl ol
Columbia, Florida, Georgia, I{awaii, Illinois, Indiana, Kansas, Kentucky, Maine, Maryland,
Missouri, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, Ohio, Oklahoma,
Ontario (Canada), Pennsylvania, South Carolina, Texas, Utah, Vermont, Virginia, West Virginia,
Washington, 'Wisconsin, and Yukon Territory (Canada).

Published articles in law reviews and other peliodicals on the theory and purpose of regulation
and other regulatory subjects.

Clients served include state regulatory agencies in Alaska, Arizona, Delaware, Missouri, Nodh
Carolina, Ontario (Canada), and Virginia; consumer advocates and attorneys general in Alabama,
Arizona, District of Columbia, Florida, Georgia, Ilawaii, Illinois, Indiana, Kansas, Kentucky,
Maryland, Nevada, New Mexico, Ohio, Oklahoma, Pennsylvania, South Carolina, Texas, Utah,
Vermont, Virginia, and West Virginia; federal agencies including Defense Communications
Agency, the Department of Energy, Depaflment of the Navy, and General Services

Administration; and various organizations such as Bath Iron Works, Illinois Citizens' Utility
Board, Illinois Governor's Office of Consumer Services, Illinois Small Business Utility
Advocate, Wisconsin's Environmental Decade, rrVisconsin's Citizens Utility Board, and Old
Dominion Electric Cooperative.



*ffå'ff:lå

Insurance Economics -- Conducted analyses of the lelationship between the investment income
ealned by insurance companies on their porlfolios and the premiums chalged for insurance.
Analyzed impact of diversification on hnancial strength of Blue CrossiBlue Shield Plans in
Virginia.

Conducted studies of profitability and cost of capital for property/casualty insurance industry.
Evaluated risk ofand required return on surplus for various lines of insurance business.

Presented expeft testimony before Virginia State Corporation Commission concelning cost of
capital and expected gains from investment poúfolio. Testified before insurance bureaus of
Maine, New Jersey, North Carolina, Rhode Island, South Carolina and Vermont concerning cost
of equity for irrsurance companies.

Prepared cost of capital and investment income return analyses for numerous insurance
companies concerning several lines of insurance business. Analyses used by Virginia Bureau of
Insurance for purposes of setting lates.

Special Studies -- Conducted analyses which evaluated the financial and economic implications
of legislative and administrative changes. Subject matter of analyses include returnable bottles,
retail beer sales, wine sales regulations, taxi-cab taxation, and bank regulation. Testified before
several Virginia General Assembly subcommittees.

Testified before Virginia ABC Commission concerning economic impact of mixed beverage
license.
Clients include Virginia Beer Wholesalers, Wine Institute, Virginia Retail Merchants
Association, and Virginia Taxicab Association.

Franchise. Mereer & Anti-Trust Economics -- Conducted studies on competitive impact on
market structures due to joint ventures, mergers, franchising and other business restructuring.
Analyzed the costs and benefits to parties involved in mergers. Testified in federal courts and
before banking and other regulatory bodies concerning the structure and performance of markets,
as well as on the impact of restrictive practices.

Clients served include Dominion Bankshares, asphalt contractors, and law firms.

Transpofiation Economics -- Conducted cost of capital studies to assess profitability of oil
pipelines, trucks, taxicabs and railroads. Analyses have been presented before the Federal
Energy Regulatory Commission and Alaska Pipeline Commission in rate proceedings. Setved as
a consultant to the Rail Services Plamring Office on the reorganization of rail services in the U.S.
Economic Loss Analyses -- Testihed in federal courls, state courts, and other adjudicative
forums regarding the economic loss sustained through personal and business injury whether due
to bodily harm, discrimination, non-performance, or anticompetitive practices. 'l'estified on
economic loss to a commercial bank resulting fiom publication of adverse information
concerning solvency. Testirnony has been presented on behalf of private individuals and
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business finns.

MEMBERSHIPS

RISE,A.RCH ACTIVITY

Books and Maior Research Renorts

American Economic Association
Virginia Association of Economists
Richmond Society of Financial Analysts
Financial Analysts Federation
Society of Utility and Regulatory Financial Analysts

Board of Directors 1992-2000
Secretary/Treasurer 1994-1998
Prcsident 1998-2000

"Stock Price As An Indicator of Performance," Master of Arts Thesis, Virginia Tech,
1970

"Revision of the Property and Casualty Insurance l{atemaking Process Under Prior
Approval in the Commonwealth of Virginia," prepared for the Bureau of Insurance of the
Virginia State Corporation Commission, with Charles Schotta and Michael J. Ileo, 1971

"An analysis of the Virginia Consumer Finance Industry to Determine the Need for
Restructuring the Rate and Size Ceilings on Small Loans in Virginia and the Process by
which They are Governed," prepared for the Virginia Consumer Finance Association,
with Michael J. Ileo, 1973

State Banks and the State Corporation Commission: A Historical Review, Technical
Associates, Inc., 1974

"A Study of the Implications of the Sale of Wine by the Virginia Departrnent of
Alcoholic Beverage Control", prepared for the Virginia Vy'ine Wholesalers Association,
Virginia Retail Merchants Assooiation, Virginia Food Dealers Association, Virginia
Association of Chain Drugstores, Southland Corporation, and the Wine Institute, 1983.

"Performance and Diversification of the Blue Cross/Blue Shield Plans in Virginia: An
Operational Review", prepared for the Bureau of Insurance of the Virginia State
Corporation Commission, with Michael J. Ileo and Alexander F. Skitpan, 1988.

The Cost of Capital - A Practitioners' Guide, Society of Utility and Regulatory Financial
Analysts, 1997 (previous editions in 1991,1992,1993,1994, and 1995).
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Paners Presented and Articles Published

"The Differential Effect of Bank Structure on the Transülission of Open Market
Operations," Western Economic Association Meeting, with Charles Schotta, 1971

"The Economic Objectives of Regulation: The Trend in Virginia," (with Michael J. Ileo),
William and Marv Law Review, Vol. 14, No. 2, 1973

"Evolution of the Virginia Banking Structure, 1962-1974: The Effects of the Buck-
Ilolland Bill", (\,ith Michael J. Ileo), William and Marv Law Review, Vol. 16, No. 3,

1975

"Banking Structure and Statewide Branching: The Potential for Virginia", William and
Mar), Law Review, Vo1. 18, No. 1 , 1976

"Bank Expansion and Electronic Banking: Virginia Banking Structure Changes Past,

Present, and Future," William and Marv Business Review," Vol. 1, No. 2, 1976

"Electronic Banking - Wave of the Future?" (with James R. Marchand), Journal of
Management and Business Consultinq, Vol. 1 , No. 1, 1976

"The Pricing of Electricity" (with James R. Marchand), .lournal of Manasement and

Business Consultins, Vol. I, No. 2, 1976

"The Public Interest - Bank and Savings and Loan Expansion in Virginia" (with Richard
D. Rogers), University of Richmond Law Review, Vol. 1 1, No. 3, 1977

"When Is It In the 'Public Interest' to Authorize a New Bank?", Universit)¡ of Richmond
Law Review, Vol. 13, No. 3, 1979

"Banking Deregulation and Its Implications on the Virginia Banking Structure," William
and Marv Business Review, Vol. 5, No. 1, 1983

"The Impact of Reciprocal Interstate Banking Statutes on The Performance of Virginia
Bank Stocks", with William B. Hanison, Virginia Social Science Journal, Vol. 23, 1988

"The Financial Performance of New Banks in Virginia", Vireinia Social Science Journal,
Yol.24, 1989

"Identifying and Managing Community Bank Performance After Deregulation", with
William B. Hanison, Joumal of Manaqerial Issues, Vol. II, No. 2, Summer 1990

"The Flotation Cost Adjustment To Utility Cost of Common Equity - Theory,
Measurement and Implementation," presented at Twenty-Fifth Financial Forum, National
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Society of Rate of Return Aualysts, Philadelphia, Pennsylvania, April28, 1993.

Biography of Myon Edison Bristow, Dictionaly of Virginia Bioelaphy, Volume 2,2001 .
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JOINT APPI-ICANTS
DELAWARI] PSC I4-I93

IìESPONSE ]'O PSC STAFF INITIAL REQUESTS FOR PRODUCTION
AND INI'EI{IìOGA1'ORIES

PSC-I]N-29 RingFencing

Aside fì'orn fhe ring lencing rneâsures identified in l\4r.

Khouzarni's tostimony àt pagcs ¡0 and I I, inclrrding the
fbrnra(ion ofan SPE, does Exelon intend to iuìplellent any

olher financial conditious or governânoc lneasurcs to insulale
Delrnarva frorn Exclon- its subsidialies and affiliates?

IìESPONSE:

^, 
The ring fç¡c.ing. ùçaSuros identified in Mr. ìKhoúzarni's lgstimorly w€tç

r.pigsçlted âsra geneiãl'dèscript ion ofthe ring-fencing measu.res Eielqn intends 14,

imp.lenierii for:ihe purposé cifinsulating Delmar'va froi¡ìExelon and:its subsidiades.and'

affiliatès, A more cotnplete äeScripiion ofthe ring-feriiing ànd òther measures Exelon

vill implenrent is set forth below.

Exelon wíllestablish a limited liabiiity conlllat]y as a special purpose entity ("SPE') fur
the purpose of holding )00% ofthe equity irrterest in PIJL

The SPE will be a direct subsidiary ofExelon Energy Delivery Cornpany LLC
(,EEDC').

EEDC will(ransfer 100% ofthe equity itlterest in PI{l to the SPE as ân absolute

conveyance with the intentjon ofrernoving PHI and its utility subsidiaries fronl the

bankruptcy estate ofExelon and EEDC.

1'hc SPE will have no employecs atrd no operational ftnotions other than those related to
holding the equity irlterests in PI"lì.

The,SPE shall¡raintain adeqù41þ CaÞifalìin,light ofrits. c¡fierlrÞlated þus.iness pu¡pqie,

trariQaclùns Ànd:liabilities; provided; howcver; the forego. ing strall not requírc theóvùiìèrs

to.rìiakei âriy.addìiional òapita I contribìrtiòns,

The SPE shall nraintain adcquate capital in light of its contemplated business purposc,

transacfions and lìabilities; provìded, howevet, the firregoing shall not require the ownets

to make any additional capital conlributions.

The SPE will have four clirectors appointed by EEDC,

One ofthe lòur SPE direclors will be an independenf director, who will be an employec

olan aclnrinistratioll cônìpany in lhe busincss ol'¡rlolecting SPËs, and lnust llleet the other

inde¡rendence criteria set forth in the SPE govetnitrg documents. The othel' SPE

l>age 33 of 449



Exhibit_(DCP-1)
Schedule 2
Page 2 of 6

JOINT APPL]CANTS
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RESPONSI] TO PSC STAFIT INITIAI, IìL'QUESTS ìTOR PRODUCI-ION
AND INTERROCATORIÊS

direclors Inay bc officcrs or cmployccs of Excloll or its afliliates, including PIII and

its su [rsidiarics.

'l'he SPE will issue a non-economic interest ill the SPE (a "Golden Sharc") to an

administration colnpâny in the business ofprotecting SPEs and separate fiom the

adninistlation 
"o,nþuny 

retained to provide the person to serve as the independent

director for the SPE.

'lhe holder.ofthe SPE,s Golden Share will have a voting right on tnatLers specified in the

SPE govelning docurnenfs, as descril¡ed below

PHI will have a boar'<i ofdireclors consisting of7 or more people' Ofthose 7 directors' 3

will be oulside directors from the PIll utilities' servicc ateas'

A voluntar.y petition for bankruptcy by the sPE will require thc affir'mative colrsent ofthe

holder oftheGolden Share and thé unanirnous vote ofthe SPE board ofdirectots

(includ ing the independent director).

Â voluntary petjt¡on for bankruplcy by PHI will require the affirmâfive consent ol'the

holder ofthe Golden Share, rhe unãnimous vote ofthe SPE board ofdirectors (including

the independent director), and lhe unanillous vote ollhe PI{l board ofdirectots'

A voluntary petitìon in bankruptcy for rny of PI{l's subsidiaries will require the

unanin,c,us uote ofths Plll boárd ofdirecìors (including its indcpendent directors) ând

the unaniÍr'lous vole ofthe board oftlìtectors ofthe relevânt PI{l subsidiary'

'l.he sPE will rnaintaìn arms-length relationships with each of its affiliates anci observe all

necessary, appropriate ancl cusloìnary company fornralitics in its dealings with its

affiliates.

pl{l ancl PIll's subsidiarjes w¡ll rÌìaidain arrns-length relalionships with Exclon and its

al'filiates, including the sPE. PI-{l',s cEo and othc¡ senior officels who directly repon to

the CEO will holdìo positions with Exelon or Exelon afliliates otlrer fhan PHI and Pl-ll's

subsidialies. Contlols ancl procedures will be designed to provide reasonable assurance

that PHI's subsicliaries wiÌl not bear costs associated with the business activities ofany

other Exelon affiliate (othet than a PHI subsidiary) other'1han the reasonablc costs of
providing tlatet ials anì scrvi"e, to PHI (or a PHI subsìdiary) PHI and its subsidiaries

wjll ,raiñtui,., reasonable pricing protocois fol determining transfèl'prices for transactions.

involving non-po*"r. gooi, anJ i"rv¡ces between PHI and its subsidiaries and Exelon and

a'y fixelän affiliate cõnsistent with the 
'eqLri'ernents 

of the Commission and FERC.

At all times, the SPE will hold itsslf out as an entity separate fi'or]] its affiliates, will

conduct business in irs own name through its cluly authorized directors and officers and
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cÒu1ply with allorganizational I'ormalities to tnaintain its sepatate cxistenco and shall use

conrilãr'cially reasonable efforts to coltect any kttowti nrisundelstarrding regardìng its

separate identity.

P.HI and its subsidiâiios will hold thcmsclves out as separate entifies fiolnrBxelon and the

SpE, condrrct bUsi¡.qis ìn their own narne s;'âidiwill not assume liability 1"or the debts of .

Exelon or the SPE- i

The SPE shall mainl4in its owtt separate boQks! records, bank accounts and financial

statcmcnts lefìccting its separate assets and liabilities'

PHI and eac.h ofPllI's,!ubsidiaries will mai¡itain separate.books, accounts,and financial

staLcrncnls leflccting its separafe asscts and liabilitics.

The SPE shall cornply with GAAP in aìl rnaterial respects (subject, in the oase of
unaudited fiDancial state¡Ìlents, to the absence of footnotes and 10 nonral year-end audit

adjustnrents) in all financial statements and reports required of it and issue such financial

státelnents ánd reports separately liom any financial stafet'nents oi reports prepared for ìts

affiliates; proviclËd that iuch financial sialernents or reports nray be consolidafed with

those of iti affiliates if the separate existcncc ofthe sPE and its assets and liabilities are

cleally noled thcrein.

'Ihe sPE shall account for and nranage all of its liabilities scparately 1ìorn any other

enf ity, and pay its own liabilities only otlt of its own funds.

The SPE shall neither guarantee nor becolne obligated for thc debts of any othcr entity

nor hold out its 
",.edit 

ór assets as bcing avajlatrle to satisfy the obligatious of any other

entity,

Eâch .PHI utility w ill:rnêinlaln.!èparate debt.and prefer¡cd stock, ifany, so d¡at ¡one wìtl
,bç iesponsible îoi tþe debts or preferred stock ofafÛliated cornpanies, a¡ci v¡iU maintairr

iis owi corporate and dèljt ò¡eáit,rating as well.â;'iaiiigs for long+erm dèb!,ànd

prsferred siock, ifany, pH¡àtrdìits subìidiaries will use'ieasouable effolts tolnaintai¡
sepâ¡âte credit ialingi fortþeir publicly traded seiurjties,: PHI and its subsidiâriès will
qrse reasonable effor,¡5.an! prqdençè to prescrve arl inve¡tmçnt grade credit ¡atiug; '

PHI will not âssûme tiabilÍty for lhe debls of Exelon, the SPE, a PI{I subsidiary' or

anv othcl alfiliatc of trxelon.

The PI{I subsidíarics will not assumc liabilify for lhe dobts of Exelon, PHI' thc SPE,

thc other PIII su bsidial ies, or any other affiliatc of Exclolt.

The SPtr shall nof acquir'e, assume or guatantee obligations ofany affiliate'
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PHI will not guarantee the dcbi or cl'edit instruments of Exclon' the SPD or any

other llxelon affi liate.

The PHI utilities will uot guârantee the debt or crcdit instl'uments ofExelon, PIII or

âny other Dxclon alfiliatc including thc SPE'

The SPE shall not pledge its assets fot the benefit ofany other entity or lnake loans to, or'

purchase ot hold any indebtedness of any othor entity

The PHI utilities will trot pledge or use as collatera[, or granl â mortgâge o¡'other
Iicn on any asset or câsh florv, or othcrwise pledge such âsscts or cash flow as

securify for repayment of the principâl or intorest of any loan or credit instrument

of, or otherwisc ibr ttrc bencfii ot, trxelon, PHI or flny otlter Exelon affiliatc
includ ing the SPE.

The PHI utitities will not includc in any of their debt or crcdit agÌeements cross-

dcfault provisions bctwcen the utilÍty,s sccurities and the securitÍcs ofExelon or any

ofher Dxelon affiìiate,

Thc PIII utilitics will not inclutlc in their dobt or cred¡t agrecments any financial

covenânts or rafing-agency triggcrs rclated to Exelon or any othcr Dxelon affìliatc'

The SPE will not comnringle its funds o¡ othe¡ assets wifh the funds or othe¡ assets ofany

other entity and shall not r¡aintain any flrnds or othct' assets ¡n such a manne¡ that it will
be costly or difiicult tÒ segregate, ascertain or ìdentify its individual funds or other assets

1^rom those of ils owners or arìy other persoll.

PIil and each of its subsidiaries will nlaintain in its orvn nane, or in the name of its

subsidiaries, all assets and other interests in propetty used or usefu¡ in its trans¡nission

and distribution busíness and will not transfer its ownership interest in any such propeÚy

to Êxelon or an Exelon affiliate (other.than a PHi subsidiary) without requi"^ite approval

of the Cornmissic.rn and any approval required under the Fecleral PÒwer Act'

The SPE shall ensure that that its lunds will not be transferred to its owncl s or affiliates

except with the consent and authority olthe SPH board ofdirectols.

The SPE shall ensure that title 1o all real and personal property acquired by it is acquired,

held and conveyed in its llame,

No cntities othef th.rn the PHI utilitíes will pârficipatc in the PHI ufilitíes' money

poot, the PI{I utilitics will no( participate in any nroney pool oPcrâtcd by Iìxelon,

ald thcrc will be no commingling of funds with Exelon'
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Thc SPE will maintai¡l a sepal atc uame liom and will not usc the tl adelnarks, servicc

rnarks or othçr intellectual ¡rropedy of Exelorr, PHI, or PHI's subsidiaries

PHI and its utility subsidiaries will each maintain a separate name fi'otn and will not use

the tt'adenrarks, se¡ vice marks or other intellectual property ofË¡.elon or its other

affiliates, except thaf each ofPHI's utilit)' subsídiaries may identify itselfas an afÏiliate
ofExelon on a basis consistent with ôther Exelon utility subsidiaries

Any aurendurent to the organizational documents olthe sPE that would renrove or alter

thc Voúing ot.other ring-fèncing requilements described above will rèquire the unanimous

vote ofthe board of'dìr'ectors ol the SPË, including the independent dilcctor, and the

affirnrative consent ofthe holder ofthe Goldcn Share.

Within l,80.day! following completigri of the merger, pxelonri¡tendp !9 ot¡lain a legal

opi¡jonr1hal, ai arresult ofthe ring-fendìng rneasuies jt propoies:to'inplement tor PHI

a¡d:.ils. suþsi,aiâ¡¡es; à bàhkruptcyìo¡it wòuld not òonto¡¡6u1"'1¡e qs!èti and liabilitiei of
fhe SPËwith tho$c ofErqlon qr.E-EDÇ; irr fhe,event of an Exqlqn'OT,EEDC bankruptcy;

or-the asÈets,arid lial¡iiiiies ol'PHI oiils st¡bsi{ia¡ieq with those of eilhei tlie SPE, Exelon

or EEDC,'iiì'tlìe event of a bankrúptcy of the SPE, Ðxelon or EEDC':

The,PHI.utitilicÞéhall notinâke any distribution to their parent iftle,utility's sqnio¡

.u¡ôécured ðiediítiating, or its equiuaÍcnL'.is rqted,by two.ofthe.thiþè major oredit rating

ãgencies bolow.tÈe.ge;erâlly acceptèd à¿finitiòn òf inVestment grade.

lì the evenl that the board ofdirectors ofa PHI utility resolves to pay dividcnds, the

utility shall file wìth the Comlrission, within 5 business days after the paymcnt of the

dividend, the calculations that it used to tjeterrnine the equity level at the time the boald

considcr.ed payulent ofthe dividends and the calculations to demonstrate that the equity

râtio after fhe dividend paynrcnt will nof lall below the comrnon equity ratio accepted in

rccent râte câses by the applicable Conl¡nission.

Each PIJI utility will fìle an annual cornpliance repo|t with respect to the ring-fencing and

other requìrerlents

Ar the rilne the SPE is foflned and every yeal thercafter, each PHI utility shall provide the

co¡¡mission a certificate fì,or¡ au ofiicer of Exelon ceftifying; (1) Exelon shall maintain

the requisit€ legal separateness in tbe colporafe rcorganization structure; (2) the

organiiation structure serves impoÉant busincss purposes lor Exelon; and (3) Exelon

acknowledges that subsequcnt creditols ofPIll and the PIII utilities may rely upon the

separ.atenesì ofpHl and the l,lll ,rilities and would be significantly ha¡ned in the.event

separatcness is not rnaintained ând a sLlbstantive consolidation ofPHl or a PFII utility
with Exelon were to occur.
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Exelo¡ shall not, without prior Cornmission approval, alter the corporate character of
either EEDC to becotne a functioning colporate cntiiy ploviding common suppott

services for PHI utilities.

Exelon shallnot engage in an internal corporate reotganization relating to SPE, PHI ot

any PHI utility, o. ËSbC for which Commission approval is not required without 90 days

¡rrior written notification to the comtnissiolr. such notification slrall includc: (l) an

opinion of'teputable bankruptcy counsel that the reorganízatìon does not materially

impact the eilectiveness ofPlli's 
"xisting 

ring-fencing; or (2) à letter fìotn reputable

bankruptcy counsel desclibing what changes to the ring-foncing would be required to

,nrrr" þHi is af least as effeciively ri'g-fenced following the reorganization and a letter

fiom Exelon coûìmitting to obtain a new nontconsolidation option following the

reorganization and to taie any further steps necessary to obtain such an opinion Exelon

will-not object ifthe Conrmission elects tò open an invostigation jnto the matter ifthe

Commission deerrrs it appropriate, but ntay complete the reorganization prior to the

conclusion of the Commìssiôn's investigaiion if Commission approval is not otherwise

required.

At no time shall any PHI utility directl)'or indirectly own or control' or have any direct or

indirect interest in or tnanage:rtent or operalion oî othet utilities owned ditectly or

indirectiy by EEDC; provirÍed that this shall not preclude arnrs-length relationships

involvin! niutual coôeration and assistance, sharing best practices, activitics and

alrangeÀents intendeà to irnprove operations and create efficiencies

Each PHI utility will commit that all books and records of it pefiaining to its operations in

each ofthejurisdictions in which it has regulated operations wilì be available for

inspection and exanrination by eaoh applicãble Commission witll jut'ìsdiction over such

operations.
SPONSOR: Exclon Corporation
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ot.TESTION NO. 26

a Fol each ling-lèncing lnechatrìsur iderrtifÌed in the Joint Applicants' ditcct

testilnonyi

(a) Stato how the ptoposed mechanism oonìpalcs to arty sìtnilar mechanism

implenlente<ì in tlte ntergel of Conectiv (and Delnarva) and PHI; and

(t) State how tlte proposed mechanism colnpares to any similâr mechanisln

irnplemented in the Constellation/Exelon mergel '

llB-sloJ-sE:

A. (a) There we r.e no formâl ring fqncing mqQhanisms implomented in the'

m9ig9¡ oiConectiv and Pepco, however overtilne, there hâve been tneasures adQpted

thariesenble riug lencing as sìrown in DE l4-193 DPA SET I Q 26 Altachment I to dris

responsc. Exelon hrtendlto f'ulfill all ofthose conclitions and requhements' DB 14'193

nee. Snf I Q 26 Attachment I inclL¡cles tlle rìreasures proposed by Exelon and the

corresponding tncasules set fbrth in flìe various Commission orders'

(b) The new SPE thatwitl hold the eqLrity intelest in PHI will be organized

with goìernance documents substantially idenlio¿l lo the governance documents for RIr

Holdðo LLC, the SpE that holds the equity inlorest in BGE. These documonts will
include ,.separatc[ess" measures ror the sPE and othct requiretncnts, I'he "separateness"

measur.es aiid other requircntents established f'or PIÌl anrl PI-{I's utility subsid ialies will
be substantially idenlicâlto the "separatetress" measures and othe¡ requilements

established øi nCn, with appropriate adjustnrents to account for the differences in ths

corporate strìicture and orgenization ofPHI

DE,l4-.193. DPA SET ! Q:2q Ataql¡mènt .i cornpares the ring-tèncing measures proposed

toi pÈi ari¿ its subsicliaries wifh comparablc rnechanisms established ftrr BGE and

I)ehrarva.

Sì'ONSOR: PI{l / Exelon CorPoration

Paee 21 of 46
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ffi deÍmçrver
W power

A Phl Componv

Iune l'1,2014

VIA IIEGULAR MAIL

Ms. Alisa BentleY, SecrelarY

Delawa¡e Pul¡lic Service Commission
861 Silver Lake Boulevard
Camon Building, Suife 100

Dover, DE 19904

RE: PSC Dockct No. 09-414: Delmarvn Powcr'& Light company's 2013 Ännual Rittg

Fcnclng RcPorf

Dear Ms, BentleY:

Inacco¡dancewithorderNo.s0llintheabovereferencedookel,attaçhediÊatloliginal
ancl l0 copies of D"t,oarvu t ow"i'r-aor,uaL ning F.enoing Roport fof the yoar ending December

2013. please oontacr me or I{eathe-r H"fì 
"i f¡OZi ¿S+"+I-ZA wittr any questions relating tothe

above referonced matier,

Exhibit_(DCP-1)
Schedule 4
Page2 on 4 DE 14-193

Stãfi Set 1 O 17 Attachmenl 3

Page 2 ol4

79NC59

f'O Box 9239

Newârk, DE 19714'9239

Very Truly Yours,

P>1 "r'' ,/ ,1.1, //---/,.'
,trnãdL. Coodman

cc: Robe¡t Howatt, DPSC
Janis Di llard, DPSC
David Bonar, DPA
f{eathel Hall, Delmarva



DE 14-103
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Ir¿ge 3 of4

. DELMARVA POWDR & LIGIIT COMPANY
2OT3 ANNUÄL RTNG FENCING R'DPOIìT

' Pursuant to ordcr No. 8011 in Docket No, 09-414, I)elma¡va Power & Light company

(Dclmarva) provides this Rirrg lrcncing Report for the one-yoar periorl ending Dec-ember 31'

2013. Listed below are tfre provi.ìons"that were ordered unàer Orde.irrg Paragraph No 29.on

p^gã lãi 
"r 

or¿". No. OS_at+ u,ìcl'the starus of compliance wirh eash of the ring fencing

requirements:

29(a) Delmarva shall not urake any distlibutions that would causo its equity capital to fäll

bclow 40% ofPerurarent caPital'

SlaluE! _plll t!ìr.gcts a lìigh 40% cguit), râliÕ for Dtlmfllvu, nucl has demonstrated its

conl¡ní(nrc¡r t"'i "li,it"i,il' tlíar ratio by nrakirrg cfipìtal contributions to thç

utilities. llelr¡r¿ills -qìtiö i" capital'ralio as of l)ecember 31' 2013 was

46.1%.

2glb) Dehnarva shall continue fô maintain cash management pfectioes for Delmarve thtt are

distinct frorn PHI and arry aflìliate'

Status:, , Delmarva naintains its own bank accounts with no right of setoff betweelt

Deltnarva*dï;;iil;ffltliares'maintair'tsseparatecashûansâotions'arrd
uscs a oash *t*Ë"'n"nl*oikstatión tllat 

'"g'"guìtt 
all Delmarva cash-¡elalcd

âctivitY'

29(c) Delmarva shall not entcr into any infer'-cornpany loans øuaranfeos ot credit suppott

agreements with PHI or any affiliate, or fhat creale a'tty 
"xpörutinn 

of atry fotm of utility

sípport for non-utitities.

Status: PHI manages the utilities as independent oompauics and Delmarva has not

. 
entcfed into *'-i"to"á*pany loa", guar'ntee or oredit support âgreements

with PHI or an affiliato'

29(d)Dolmarvashallcontinuetomaintainaccounlingbooksandreoordsseparatefromthosoof
PHI and anY affrliate.

Sta!$:-Delurarva maintains its own sopalatc aooounting books and recotds zurd is a

separâte SEC legistrant alld fller'

29(c)DelmarvaandPHlshallprovidetheComlnissior¡wilhaccesstoallbooks,records,
documeuis, dafa, board tlti 

"t¡""tl""tiàn' 
an¿ fotecasts of the Company' PHI and all

PHI subsidi¿uies ,"d "ü;i;;,'-;;;;iàed, 
however'-that PIll affilíates shall not be

required to disolot" th"i;;;;"* io'e"a'ts'unl"st the Cornmission orders othorwise'

Exhibit_(DCP-l)
Schedule 4
Page 3 of 4
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-Sl4us.1-'lhe Courmission lras been granted âccess to tho regulated utìlity's books and

records, based on the Delaware [aw'

29(l)NoDelma¡vaasset,fitrancialsuppo¡t,orcashflowshalll>eptedgedor'usedascollaþrâl
fo¡ the benefrt of uny eniity é*r.pi n"l-utou, and any PI{I and affiliate finanoíng

agreemonls and arrangements shall disctairn any informal leptesentation' cotnnLitment' or

expectation of sucli suPPotl

Status: Dehnarva's mortgage precludes it from pledging .ftt . 
*tÎ1Ì,.t-"^1Ï*Îllil-

-,qa¿itionally, 

26 Det C. $ 215 (a) (1) requires utilities t0 obtain uomm)ssron

applovaf foi' the sale of any property' necessary o¡ useñtl in the perfonnance

of its dutY to the Public.

29(g) Detmatva shall frle a report with tlre Commission on an annual basis' commencing for the
--'"' 

t;, ã011, addr"sring iir" ttutut of its cornpliance with each of these ring fencing

requi¡emetrts.

S!êû!.s.i-By frling this 2013 Ring Fonoing report' Delma¡va fulfilts the requiremettt
. undér or¿" Ñq gori i"'¡ocketÑ0, d9-414 undeL ordeliúg paragraphNo,29,

Pagc 147 '
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DELI\'IAR\/¡\ POWIiR & LrCllT COwIP^NY
RING FI]NCINC RNPORT

Ptlrsua t to COMAR Scctìon 20,40,02.08, Delmarva Power'.t Light Company (Delmarva Powet)

prov¡des this Riug Fcnciug Rcporr lbl the onc"yerÌr pct.iocl el)d iDg DcceDrber' 3 I , 201 3, L¡sted below are

tlrc lequired elemerts of lhc Repô)l:

20.40.02,0s(BXl) A suururary of all ìleasurcs iutcllclcd to Þrotect the utility's fìnâncial strcl1gth ând

credit t.alings fronl lhe ac{ivities ofcote service a¡d norl-cole setvice'

Tho following is a desct.iption of the rneasures currently in eflbct betwcen ljeìmarva Power and

any core Ând nan"core nffìl¡âles:

l) Delmarva Power nnintains ils own cre(lit Ìâti:lgs.

2j Delmarva power issues its ow¡r securirjes (<ìeút an¿ pr'eferrcd stock) for its.long ternr finaucing

needs, On Novernber I , 2012 the Conìrìr¡ssion issuecÌ Olcler No. 85184 granling Dehnârva Power

long-tenn debt authorizatiorì
¡l u"li"..vi Powcr uraintains i(s owrl corlttnercial paper program to fund its shof tenr work¡rìg

capital needs.
4) Delm¡rvq Powe¡, Potonac Electric Power Courpany (Pepco) and Attantic City Electríc (ACE)

' õdg"l"t"ã 
"p"Àiions) 

each maintain â $2S0 million sub.limit ùnder the $1.5 billion Pepco

ili¿ioer, lnc. (pHl), nel,nnrvo Þo*"., pep"o and ACE crcdit facility. The sub-linrís n:ay be

inc¡easãd or deàreased ¡y trr" utiliry ,rrlsiiiaries a total of èight times per year, except thût th€

nggrcgatc arnount of c¡cáit uscd åt any givcn timc by cach of Deltlrawa Pow€r' l'epco or AU/-i

mþ iot 
"xceea 

the lesser of $500 in¡iljol or thç maxi¡num smount of shorl-ferm debt the

Cotpooy is permitted to have outstandjrlS by its regulalory suthori[ies and the total of all sub'

limit; ¡rlcluding pfll may nor exceed $l15 billion. 
-the 

credit agreel¡€nt has no cross-default

froulrion, and-provides D"lfnu.ua Power unintem;pted liquidily access in an event of default by

Þepco, ACe oriHl. The credit agreerlrent expires August 1,2018'

s) sonos irsue¿ atanaffìljateor the"PHI level are not secuÌed by th€ asôets of property of Delmarva

Power.
6) Dehnarv¡ Ìower'urovidqi stand'alorte financial '¡cpotls PulJùânt to SEC guidclines'

;í l;;öi;;ì; ;liri iio,]i 
"surnr",t 

affìliares are gov.cnrcrì by rhe prìr Regutatory code of conducr
' 

ana 

"Acco¡Ilting 

¡i¡i¡(ry. ãulaelines wtrictr þrJLcct rho rcgul Led utiljty's f]uancial strength by

prohibiting c¡oss-subsidization, Those polices are listed below'

I{egulatory Codos ofConducl aìrd Accourltìlìg

It is the policy of PI{I an<l i(s affiliÂtes arrd an cxpcclatiotl of cye¡iy ¿mPloyee -and 
all 

.othcr
persons workrng at ùe Company, regardtess of eÛpJoymu]t,staLus, tq comply with all code$ of
'conduct 

and rcc-ounting rul"s thai regilate the relatiénsúip bctWOcn our.compslitive flnd regtìlated

businesses, These reguiatÍons anct codes ofconcluct covel issues such as:

. Provision ofcertain infomrariou by the regtllated t¡tility to comPetitive businesses;
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. l-lou, cnr¡rloyccs and otìlcls rvolking al lh€ C'o¡npany describe those busittesses to

ctrsloDldrs rìrìd l)olenliâl cUstonlersi
. EnsÚrirìg thât àfTlintljs using regulatecl serviccs arc treâtçd i¡t a coillparal)lc rì¿lnller lo

nort"aflìlia(cs using rcgolnled services;
, Prohibjfj'g joint lrrorrrotions (ot, ¡* sonte câscs, restljctirìg tlìe way iu whìch joint

l)rolltolior; ¡ray 5c coldLrctecl) ancl lhe passing ofsâles leads fronl regulnted el)terprises

to con)pet it¡ve businesses; nxl
. The acðor¡nring î0d allôÇíìtiot) ofcosh be(ween regulatccì and trotr-regulatcd l¡usiltesscs'

20.40.02,08(B)(2) A Corporare olgauizario|l chañ identifying the utilìly and its core service and non-ooLe

selvice affiliatcs,

The following chart shows the corÞoríìte organiza(ioo stfuotufe of PHI and its principnl

subsidiaries,

20.40.02,08(BX3) A description ofeacl cors service rìnd non-coÌe sewice affiìiate's business'

'PHI, through its l'egulated public utilítics, is errgaged prinrarily in the tmnsmissjon' distribulion ând

default supfly of el""tti.ity ánd the tìistribution and srrpply of na[ulal gas (Power Delivery)'

Through Pepco Energy Serviccs, lnc and its subsidiaries (collectively Pepco Energy Sefljces)' PHI

prouidãs.n"rgy sauiigs performance contrâcting services, undorground t¡ansnrission and distribution

òonslructíon and rnailllenance sefvices, and stearn and chilled wate¡ under lo'g-lorm cor)t¡acts.

PHI,s Power Delivery business is conducted by its thrsc regulâted utility subsidiaries: Delnlarva Power,

Pepco and ACF.
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Dclutrw Puvar

Delnrarva l)ower. is engagecl in Ihe tralsr¡rission and distributiou otelcctricity ín Delawat'e ntxl pottiotts o{'

Mar.ylanct ancl proviclãs ìratur.n) gas <lísL:ibutiorr servjcc itr:rorthern Delnware. Aclditionally, Dclltra^'a
powlr provicles Dcfhu¡ Ëlectricñy Supply, which is the supply of clectricity at regulated ral€s lo rslâil

cuslomèrs in íts scrlice tÈnitories who-cló not slect to putchase elÇctlicity from a cornpelilivc supplier"

Delnrarva Power is a wholly owrrerl subsidieìry of couectiv, LLC, which is lvholly owlr€d by PHl.

Pepco

Pepco is engnged in lho transr¡issiou ând (listrjbution of elcctricity hr the Dislrict olColunrbia atrd rnojor

polio's o¡ñrio.c Cìç6r,gç1s iou y ancl Monrgorn€ry Corrty in suburban Maryland. Pe¡rco also provicles

befa¡lr Elecrricily Supliy, rvhioll ls the suppþ of electricity al reg,ulated rates to retaiJ custolnels ilt ils

servicc (etritorièS:$¡o .to ¡or ¿iect to prrrcliaie electricity from a corltpetitìve supplier. Pepco is a wltolly

owned subsidiaLy ol PHL

ACE

ÂcE is engaged in rhe tmnsmission and distribution of olectricity in sotltbem New Jersey. ACE also

proniao bãfoitt ltectricity Suppty, w¡ich Ís rhe supply ofelectricity at regulsted râtes to retail custonrers

in its sswice tenitory whoio not ålect to purchase ãlectricity from a conrpetitive energy supplier' ACE is

a wholly owled subÀidiary ofConectiv, LLC, whioh is wholly owned by PHI'

Competilive Enerev & Other Non-Reeulqted Busir¡esses

Compelitive Energy operatiotts ar€ QQucluctcrl tllrough rubsidiaries of Pepco Energy Søvices' Inc' atrd its

sulrsídiaries (co¡le;tiv;ly, pcpcq Encf'y Services); whicir is treated as â sep¿rate operali¡1g scglnerlt for

financiol rcporting putpos".. Qthcr Ñon-Ilc$lalecl l¡usjness is conducted tluoußh Potomac Çilp¡lnl

hvsstment Corporation (PCl).

Pepeo Energt Scníerzs

Pepco Energy Sewices is engaged itr tlte followìng businesses:

. Euergy s¡viugs perfonnance corr(racting business: designing, conslructing ând operating energy

"ffioi"ncy 
pto]eits and distributed gcncration equipmenl, includíng combined heaf and power

plants, princìpally for federaJ, stale alld locâl goverrunent customcrs;

r Unde¡grouncl trnnsmission and <ìistribution business: providing underground t¡ansmissiort and

distribution conslruçtion and maintenance selryicss foi electric utilitíes in North America; and

. Therrnal business: providing stcam and chilled water under long-term contücls tbrough system$

olvned a,,,d opera(eã by Pep-.o En".gy Services, primarily to hotels *nd casinos in Atlantic City,

New Jersey.
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lr) Decenlber ?009, P¡ll âtlDôLrrìco(l lhat it lvouìd wi¡d clotvu the letail cne:'gy sup¡:ly ì:Lrsirless Pepco

lÎner.gy Se|vices is inrplcrrrenting this wirxl clown by not enteling irttO alìy new supPly coollírcls, wl)iìe

corrtiiriring to per.for.nr uuclcl irs cxistirrg supply couimcts tlxouglì lheil expitatioD <lates ..Ot¡ 
Marr:h 21,

201 3, Irepio E-De: gy Services enreled i¡ito an agreeìler)t whe|cby o third pûrty âËsumed all tlrc Ìights aLrtl

obligatioirs ol fhã-:emaining ,.ctail Da(uIal gÃ supply custoiüer co,ltlâcls, ánd the ossociatecì 
-strpply

obliþdorrs, irìventory nnd cl]erivative con¡acts.'ure lr¿ìnsact¡on wâs corrrplctod ou April ì, 2013' lt
acìcìiiion, pepco Energy Scr.viccs cornpleted t¡e wi'¿-dow^ of its.retail electric supply busincss in thc

sccond quaricr of 201îby tclr:rinating'its reurairring custo'ìel suPPly â¡1d lvholesale purchase obli-gatiorts

beyoucì iune 30,2013. Þepco Ener.ãy Services' io¡lti'uing liucs of business will not be sjgllilìcâr)t¡y

sffectecl by the rvind rlowtl ofthe retail energy srtpply busitress.

Other Non-Regula tetl (PC I

Tlu,ough its subsidiary PCI, PHI held a portfolio of cross-border enefgy lease inveslnlerlls. DuIiug 2013'

Pl,ll conrpletecl the lenìriltation of ¡ls irlt€rest in i(s cross-bolder øner€y lease invoshnetlts,

PHI Senicc Cangûny

PI'II Servica. Co¡ìlÞâr1Y, â subsidiâry service company of PFII, provides ê vûriety of suPport 
-services'

i,;;i";;c lroti,-;;;;iine, tr"*urv rax, purchasiirg ãrrd inform¡tion tcchnologv scrvices to PTl,1"1j::

opcÌntìng subsldinries, These services are próvidcd pursuûllt to a seruce agreement aDl9ng rnl' r¡-rr

Struice öornpon¡ and the particiPating operating subiidiaries, Tbe expenses. of the service company are

charged to fUl ína rne putii"ipati'g operating suSsidiaries in accordance with costing methodologles $et

forth jn the service sgrcelnellt,

20.40.02.0g(BX4) Ifâvailable, â côpy ofesch core service and non-core service affiliate's most recently

published credit rating rcporl mâde by a nniionaliy ¡ecognized credit agoncy'

See Attâchnìent A.

20.40.02.0s(BX5) If û ulility shares personnel with a core service or non-co¡e service affìlia{c, a

personnel-sha;i;; report listin¿ the shared persoluel's position, tille and funçtíon'

on a limitccl basis, an cmployee of the utility may perform services on behalf of another PFII affiliate
.l'he 

atnount of time worked for tlte affìlìate is inciãeàfal and infrequent and is direct cltarged to a specific

cosl objec( in the receiving affiliate based on a fully costcd tctivity type price These emn)9Ve3 a1r 
1

considered "shared'' since the work they lypica)ly perform on â i'dây by day" basis is fbr the benellt 01

the utility ir) Ìvhich they âre enìployed

20,40,02.0S(BX6) A ljst of âsset ua¡sâctions between a utili[y ând its core servicc alld non-core service

affiliâle consistent with the following guidelines:

(å) For rìrl assel tta¡lsferred to or frÕm a utility where thc book value is above $?5'000' the rcpol

shall;
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(i) Düjclibe lhc lranslctÌccl asscl;

(ii) hxlicarL rhe affiliatc plovidirtg ol lccciviDg lhe âsscl;

(iii) Ptovicle the value received or givell for the lrârìsfened asset; nnd

(iv) lìovicleal sxternal apprrrisal ot the nlarket vâlue of tlrs llallsferte(l âsscti ând

(b) FoI an indivirhral âsset rr.aûsferred to or from a utility where lhe book vâlue is below s75'000'

tlru repoir ihalt iclenrify the type of asset transfeffed aud the afhliate providitìg or receiving the îsset.

(a) Iu 2013 Delnratva Powcr received assets, specífically laptops, from Pepco a:rothe: PHl

utility, The vâlue Of th€ âsscls (rânsfeÍed to D¿lnrarva Power's books wâs the 
'et 

book vâluc

of lhe laplops, $ 135,583.
(b) Notte.

20.40'02.08(ßX7)AlistofallrìssetsifjDdíviduallyaccountedforolAssetcategori€sownedbylhet¡tjlity
which were loanerl or shared with â co¡e service o¡ no¡'co¡e set'vice affiliate'

See Attaclunent B,

?0,40.02,0S(B)(8) A lis( ofall assetsjointly ownod wilh a oore seflice or non-coÌe service affili¿lte

None.

20.40.02.0s(BX9)A)istofâIIcorcservjceor¡ron.coresewiceaffiliatedebtguarÂlrteedbytlteutilj¡yo¡
seculed by aoy utility asset.

None,
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JOINT APPLICANTS
DELAWARE PSC I4- I93

RESPONSE TO PSC S'I'ATF INITI,{L REQUESTS FOR PRODIJCTION
AND IN'IERROGATORIES

PSC-TìN-36 CorporateGovernance

Do Exclon's uLility subsidiaries have founal dividcnd policics?
lfso, please provide a copy ofthe current policics fot each and
note any chalrges that have been implcrnented since January 1,

2012. lf the policies arc the sarne for all, only one copy need be

provided, To ùhe extent lhat the dividend policy ofany utility is

depcndent on the subjective attainmcnt ofcredit rating goals

(e,g,, s(rong investment gl'adc lathlgs, etc.), pleâse specify the

associated S&P and Moody's ratings. Please idenfify any
spccific criteria telied upon rn the application ofexisting
tlividcntl policies.

RESPONSE:

A, Exelon utility subsidia¡ies do not have formal, writien dividend policies. BGts, ComEd
and PECO follorv the regulatory requilements on thc dcclaraxion and payment of dividends as

prescribed by the Illinois Cor¡merce Comurissiou, the Pennsylvania Public Utility Commission
and the Maryland Public Service Commission. The dividends for CornEd and PECO âre nôt
dependent on the subjective attainrnent ofcredit goals. flowever, pu{suait to..the'ordqf iss.ucd,.by

thq.M-aryland Public ServicC Coirmission on Oclober 30, 2009 irr conneclion with its apþrov4l.of
the trênsaqrion w.ith ED¡; BGE çamrot pay cornmon dividpnds,if (a) after the dividend p4ymçnt,

BQE'È equity ratio would.be.þelow 48% as calculatsd under the Maryland PSC'sratemaking
prece.dènts,. or (b) BGE's senioi unsecuied credit mting.is rated by two of the thlee rnajor.cÌedit
rating agencies below investrnenl grade, Furthor, pursuânl to the ortlcr issued by the Maryland
PSC Òn Februaly 17, 201! i¡.cpnneqtion with its approval of tbe transaction witb Exelou, BGE
cannot Þay corflîon dividends tllfough.20l4 and fo.llowingtho dividend.restriction þeriod BGE
lnust.notiô, the PSC that it intends to declare dividends on common stock at lea¡i 30 days'before
sùoh'à dividend is paid.

SPONSOR: Exclon Corporation

Page 41 oî 466
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RESPONSE TO PSC STAFF INITIAL REQUESTS FOR PRODIICTION
AND INTERROGATORIES

PSC-FN-35' CorporateGovernanoe

Does Dcltnarva have a fortnal dividend policy? Ilso, please
provicle a copy ofthe current policy and note any chânges thal
have been implemented since January 1,2012. To the exfellt
that the dividend policy is dependent on the subjcctive
attainmeut ofcredit rating goals (¿,g., strong investment grade

l atings, etc.), pleâse specify the associated S&P and Moody's
ratings, Please identifu any specific criteria relied upon in the
application of exrsting dividend policies.

RESPONSE;

A. Yes. Delmarvq's.dividend policy is to maintain the oquity comÞônenf of the capital
struituÌe.in the 491'/o to 50oÀ range.

SPONSOR: PI{I
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ATIACHMENT TO OIJESTIONNO. 26

The following table conpares the ring-fencing measures proposed for PHI ¿¡d its subsidiaries with similar mechanisms

esøblished for BGE and corparabie measu¡es in effect for Delmarva-

Exhibit-(DCPr )
ScheduleS
Page 1of 14

JOINT ÁPPLICANTS
DELA\ry'ARE PSC 14.193

RESPONSE TO DPA REQUEST NO-

DE l+193
DPA Set 1 Q 26 Altâ$ment 1
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Exelon will establish a limited liability
compaly as a special purpose entity
('SPE") for the purpose of holding
100o% of the eouitv interest in PHI.

Proposed for PHI

The SPE wlu be a drect subsidiary of
Exelon Energy Delivery Company LLC
t"FF,DC',ì

Exhibit_(DCP-1)
scheduÞ a
Page2al14

JOINT APPLICANTS
DELAWARE PSC 14.193

RESPONSE TO DPA REQUEST NO.

EEDC will tra¡sfer t00% ofthe equity
interesf in PHI to the SPE as an absolute
conveyance with the intention of
removing PHI aad its utilþ subsidiaries
from the barkruptcy estate ofExelon
and EEDC.

the 5rl1 w l nave no emptoyees and no
operational functions other than those
related to holding the equity interests in
PHI.

K¡ LIOIOLO LLL ß esÞblßhed AS a lrmlted
iiability company as a special purpose entity
lor the purpose ofholding 100% of the
enrrìrv i¡tc¡cct in Rf.]F

In I'fÊo¡t fa¡ Rllü'

ïhe SPE shall maintâin âdequate capital
il light of its conternplated busìness
purpose, trâ¡sactions and liabilìties;
provided, however, the foregoing shall
not require the orvnels to rnâke any
adilitional canital cont¡ibutions-

Kt HoldLo LLU Is a d[ect suDsrdÉry ol
EEDC.

Constellation Energy Group Inc.
transferred 100% ofthe equity interest in
BGE to RF HoIdCo as an absolute
coDveyatrce with the i¡teDtion ofremoving
BGE Èom the banlruptcy estate of
Consiellation Energy Group Inc. (now
Exelon)-

SPE will have f,our dùectors appomted
bv EEDC.
One ofthe four SPE directo¡s will be an
inde¡endent directo¡- who will he an

RF HoldCo has no employees ald no
operational functions other tha¡ those
related to holding the equity interests ur
BGE.

DE 1+r93
DPA Set 1 Q 26 Altacfiment'1

R-F HoldCo shâll maútaln adequtte capltat
in lìght of its contemplated business
purpose, tra¡sactions and Liabilities;
provided, however, the foregoing shall
not require the owners to make any
additional capital conkibutio¡s.

f

RF HoldCo LLC has four directors
¡nnoinred hv FFI)C
One of the four RF HoldCo directors rs an
indeoendent director- who is an emolovee

Page 2 of 14
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erìployee of an administration company
in the business ofprorecting SPEs, and
must meet the other independence
criteria set forth in tbe SPE goveming
documents.
The other SPE directors may be offrcers
or employees of Exelon or its affiliates,
includine PHI ând its subsidiaries-
t he SP.b w l ßsue a non-economtc
interest i¡ the SPE (a'1Golden Share"') to
ân administration company in the
business ofprotecting SPEs aad separate
from the administ¡âtion conpany
retained to provide the person 1o serve as

the independent director fo¡ the SPE.

Exhibit_(DCP-1)
Schedule B

' Page 3 of l,l

JOINT APPLICANTS
DELAWARE PSC 14.193

RESPONSB TO DPA REQUEST NO,

an administration cornpany in the business
ofprotecting SPES, and meets the other
independence criteria set fo¡th in the RF
HoldCo timited liability company
agreement- The other RF HoldCo directors
are officers or employees of Exelon or ìts
affilìates.

Tbe holder ofthe SPE's Golden Share
will have a voting right on matteñ
specified in the SPE governìng
documerts, as described below.
PHI will have a board ofdirectors
consisting of7 or more people. Of those
7 directors, 3 will be outside directors
from the PHI's utilities' service areas-

Rf HoldCo has issued a non-economic
interest in RF HoldCo (the "Golden Share")
to an administration cornpany in the
business ofptotecting SPEs and separate
from the administration coÍìpany retained to
provide the peßon to sewe as the
indeoendent director for RF HoldCo.

A voluntary petition for banlcuptcy by
the SPE $rill require the affirmative
consent ofthe holder ofthe Golden
Share and the unanimoùs vote ofthe
SPE tnard ofdirectors lincLrdino fhe

I he holder ofRF HoldCo's Golden Sha¡e
has a voting right on matters specified in the
RF HoldCo governing documents, as
described below.

DE 1+193
DPA Sel 1 O 26 Attachmeol 1

At least one-thlrd, and no less than two
members, ofthe BGE board ofdirectors
will be independent members as that term is
defined under New York Stock Exchange
rules. Additionally, a majority of the BGE
boa¡d ofdirectors shall have primary
residence or principâl plâce ofbusi¡ess or
emolovment in BGE'S service territorv-
A voluntary petition för ban]Íuptcy by RF
HoldCo requres the affrrmative consent of
the holder ofthe Golden Share and the
unanimous vote ofthe board ofdi¡ectors of
RF HoldCo lincludins the indeoendent

Page 3 of 14



independent director).
A voluntary paition for bankruptcy by
PHI will require the affirmative consent
ofthe holder ofthe Golden Sha¡e, the
D¡animous vote ofthe SPE board of
directors (including the independent
director), and the r:nanimous vote ofthe
PHI boa¡d of di¡ectors.
A voluntary petition in bankruptcy for
atry ofPHI'S subsidiaries will require the
unanimous vote ofthe PHI board of
diectors (including its independent
directors) and the unanimous vote ofthe
board of di¡ectors ofthe relevant PHI
subsidiarv-

Exhibit (DCP-1)
scìedute I
Page 4.¡ 14

JOINT APPLICANTS
DELAWARE PSC 14-193

RESPONSE TO DPA REQUEST NO

director).
A vÕluntary petition for bankruptcy by BGE
requires the unanirnous vote ofthe board of
directors ofBGE including its independent
di¡ectors-

The SPE will maintain arms-length
relâtionships ú-ith each of its afüliates
and observe all necessary appropriate
aad customary corqrany lormalìties in
its dealings with its affiliates.
PHI a¡d PHI's subsidiaries will rnainlain
arrns- length relaLtionships with Exelon
a¡d its affiliates, including the SPE.
PHI's CEO and other senior officers
who directly report to the CEO will hold
no positions with Exelon or Exelon
affiliates othe¡ tban PHI and PHI's
subsidiaries- Controls and procedures
will be desþed to provide reasonable
assurance that PHI's subsidiaries will
not bear costs âssociated with the
business activities ofanv other Exelon

RF HoldCo shall maintain an arm's-length
relationship with each of its afûliates and
obsewe all necessary, appropriate and
customary coûpany formalities in its
dealings with its affiliates.
BGE shall maintain armslength
relationships with Exelon and its affiliates
including RF HoldCo.
BGE's CEO and other senior officers who
directly reporL to the CEO hold no positions
with Exelon o¡ Exelon affiliates other than
BGE and BGE subsidiaries. Controls and
procedures will be designed to provide
reasonable assurance tbat BGE will not bea¡
costs âssociated with the business activities
of any other Exelon affiliate (other than a
BGE subsidiarvl other than the reasonable

DE l+193
DPA Set I O 26 Atâcnment I
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affiliate (other tha¡ a PHI subsidiary)
other than tbe reâsonâble costs of
providing materials and services to PHI
(or a PHI subsidiary). PHi and its
subsidiaries will maintain reâsonable
pricing protocols for determining
transfer prices for tran-sactions involving
non-power goods and services bet'¡een
PHI a¡d its subsidia¡ies a¡d Exelon and
any Exelon affiliate consistent with the
rcquirements of the Commission and
FF,RC

Exribit (DCP-1)
sctêdute 8
P¿gê 5 of 14

JOINT APPLICANTS
DELAWARE PSC 1+193

RESPONSE TO DPA REQTIEST NO.

At all times, the SPE will hold itself out
as â¡ entity separate from its afñliates,
will conduct business in its o\Ä¡n name
through its duly autho¡Þed di¡ectors and
officers and cornply with all
organìzational formalities to rnaintain ils
separate existence and shall use

commercially reasonable efforts to
correct any krown rnisunderstand ing
regarding its separate identity-
PHI and ìts subsidia¡ies will hold
themselves out as sepa¡ate entities from
Exelon and tbe SPE, co¡duct business in
their own names, and will not assume

liability for the debts of Exelon or the
SPE

costs of p¡oviding materiâls and sewices to
BGE (or a BGE subsidiary). BGE will
maintain ¡easonable pricing protocols for
determining transfer prices for tralsactions
i-uvolving non-power goods and sewices
between PECO and Exelon aad any Exelon
aff.liate consistent with the requirements of
the Commission and FERC.

RF HoldCo shall hold itself out as a
sçarate entity separate from ally other
entity, conduct its busi¡ess in its o\{n name
tbrough its duly authorized directo¡s and
officers and comply with ail organizational
formalities to maintain its separate existence
and shall use commercially reasonable
efforts to co¡rect àny krown
misunderstâ¡ding regarding its separate
identity.
BGE will hold itself out as â separate entity
tom Exelon and RF HoldCo, conduct
business in its owrr name, and wiLi not
assume liability fo¡ the debts ofExelon or
RF HoldCo.

The SPE shall maintain its own separate
books, records, bank accounts and
finâ¡cial statements reflecting its
senârâfe âssets ând liahilities

DE l+193
DPA Sel 1 Q 26 Attâdment 1

RF HoldCo shall maùtain its own sepamte
books, reco¡ds, bank accounts and financial
statements reflecting its separate assets and
li¡bilities

Page 5 of 14

Delmarva shall contìnue to maintam
accounting book and records sepâ¡at€

from those of PHI and any affiliate.



PHI and each of PHI's subsidiaries will
maintain sepaÉÎe books, âccounts and
fnancial statements reflecting its
seDarate âssets and liahilities-
The SPE shall cornply with GAAP in all
material respects (subject, il the c¿se of
u¡audited fi¡ancial statements, to the
absence of footnotes and to nofinal year-
end audit adjustments) in all financial
statements and reports required of it and
issue such financial statements and
¡eports sepa¡ately from any financial
stalements o¡ reports prepared for ìts
affiliates; provided that such fina"ncial
statements or reports may be
consolidated with those of its affiliates if
the sepa¡ate existence ofthe SPE and its
assets and liabilities are clearly noted
therein.

Exribit (DCP-1)
schedute 8
P¿ge 6 ol14

JOINT APPLICANTS
DELAWARE PSC 14-193

RESPONSE TO DPA REQUEST NO

Ébll shall mamtan sepalìÎe books,
accounts and finâ¡cial statements reflecting
their separate assets a¡d liabilities.

RF HoldCo shall comply with GAA? in all
material respects (subject, in the case of
unaudited fi¡rancial statements, to the
absence of footnotes and to normal year-end
audit âdjustments) in all finalcial statements
and reports required of it and issue such
financial statements and reports separâtely
ftom any finaDcial staterneDts o¡ reports
prepared for its affiliates; provided that such
fmancial statements or reports may be
consolidated with those of its afñliates if the
separate existerce of RF HoldCo and its
assets ând liabilities are clearlv noted
the¡ein.

The SPE shall account tor ald manage
all of its liabilities sepa¡ately Aom any
other entity, and pay its own liabilities
onlv out of its own firnds.
The SPE shall neither guarantee nor
become obligated for the debts of any
other entity nor hold out its credit or
assets as being available to satisry the
oblisations ofanv other entifv-
Eacb PHI utility will malntarn separate
debt and preferred stock, if an¡ so that
none will be responsible for the debts or
nrcfencá <rn¡l¿ nf q€fi linred ¡nmqnìpc

DE 1+193
oPA Set 1 Q 26 Atlâdrment 1

RF Holdco shall account tilr ãrd manage all
of its liabilities separately from any other
entify, and pay its own lìabilities only out of
its own funds.
RF HoldCo shall neither guarantee nor
become obligated for the debts of any other
entity nor hold out its credit or assets as

being avaìlable to såtisfy the obligations of
anv other entitv.
BGE maintains separate ratings by the fhree
major debt rating agencies^
BGE will use reasonable efforts to maintain
seoa¡ate credìt ratinss for its oubliclv traded

Page 6 of 14



ând will maintain its owî corporate and

debl credit rating as well as ratings for
long+erm debl and preferred stock if
any-

PHI and its subsidiaries will use

reasonab'le efforts to maintain separare

credit ratings for their publicly traded
secu¡ities. PHI and its subsidia¡ies will
use reasonable efforts and prudence to
preserve an investment grade credit
rrfino

Exhìb(-(DCP-1)
Sch€duleB
Pqe7 al 14

JOINT APPLICANTS
DELAWARE PSC 14-193

RESPONSE TO DPA REQUEST NO,

PllI will not assume liability for the
debts ofExelon, the SPE, a PH{
subsidi¿ry, or any other affiliate of
Exelon
The PHI subsidiaries will not assume

liability for the debts ofExelon, PHI, the
SPE, the other PHI subsidiaries, or any
other affiliate of Exelon

securities- BGE will use reasonable efforts
and prudence to presewe an investment
gmde credit râting-

The SPE shall not acquire, assume or
guara¡tee obligations of any affrliate.
PHI ç¡ill not guarantee th€ debt o¡ credit
instruments of Exelon, the SPE or any

other Exelon affiliate.
The PHI utilities will not guarantee the

debt or credit instruments ofExelon,
PHI or any other Exelon afñliate
includins the SPE.

BGE does not assume üability for the debts

ofExeloq RF HoldCo or other affiliates of
Exelo¡-

The SPE shall not pledge its assets for
the beneñt ofany other entity or make

loars to, or purchase or hold any
'in¡lehte¡lness of anv ofher entitv-

DE 1+193
DPA Set 1 O 26 Atlaohment 1

RF HoldCo shall not acquire, assume or
guarantee obligations of any affiliate.
BGE will not guarantee the debt o¡ credit
instametts of Exelon or any other Exelon
affiliate including RF HoldCo.

Delmarva shall noÌ enter into aay inter-
company loans, guarantees or credit
support agreements with PHI or any
affiliate, or that create any expectation of
any form of utility support for non-
utilities.

RF Holdco shall not pledge its assets for
the benefit ofany other entity or make loa.ns

to, or pu¡chase or hold any indebtedness ot
a.nv other entitv.

Delmana shall not enter into any nter-
company loans, guarântees or credit

support agreements with PHi or any
afliliate, or that create any expectation of
any form ofutility support for ton-
utilities.

Page 7 of 14

No Delmarva asset, hnanclal support, of
cash flow shall be pledged or used as

collateral for the benefit of any entity
exceot Delmarva- and any PHI and



The PHI utilities rvill nol pledge or use
as collateral, or grant a mortgage or
other lien on any asset or cash flow, ol
otherwise pledge such assets or cash
flow as security for repayment ofthe
principal or interest of any loan or credit
instrumeDt oq or otherwise for the
benefit of, Exelon, PHI or any other
Exelon afñliate i¡cludine the SPE.

The PHI utüities will not include in any
of their debt or credit agreements cmss-
default provisions between the utility's
securities and the secu¡ities of Exelon or
¡nv othe¡ F.xelon ¡ffilìate

Exhiþit-(DCP¡ )
ScheduÞ A
Pêge e of 14

JOINT APPLICANTS
DELAWARE PSC I4-I93

RESPONSE TO DPA REQUEST NO

The PHI utilities will not include in theu
debt or credit agreements any financial
covenants or rating-agency triggers
related to Exelon or any other Exelon
affiliate.

BGE wilì not pledge or use as collateraì, or
gmnt a ûrortgage or other lien on any asset

or cash flow, or otherwise pledge such
assets or cash flow as security for
repayment ofthe principal or interest ofany
loan or credit instrument oq, or othenvise for
the benefit of Exelon or any other Exelon
affiüate.

The SPE will not commingle its tunds or
other assets with the firnds or other
assets ofany othel entity and shall not
maintair any funds or other assets in
such a manner that it will be costly or
diffrcult to segreg¿te, ascertâin or
identify its individual funtls o¡ other
assets ûom those of its owners or any

other person.
PHI and each of its subsidiaries wìll
maintain in its own name, or in the name

of ìts subsidiaries, all assets and other
inteiests '¡n DroDeftv used or useful in its

BGE wili not include in any of its debt or
credit agreements cross default provisions

between BGE's secu¡ities and the securities
ofExelon or any affiliate.

BGE will not include in its debt or s¡edit
agreements any financial covenânts or
râting-agency tiggers related to Exelon or
any other Exelon affrliate-

affiliate financing agreements and

arrangements shall disclaim any informal
representation, commitment, or
expectation of such $Ìpport-

DE I +193
DPA Set 1 Q 26 Atlachment I

RF HoldCo will not commingle its tunds or
other assets with the funds or other assets of
any other entity and shall not maintain any

funds o¡ othe¡ assets in súch a úan¡er that if
will be costly or diffrcult to segregate,

ascertain or identify its individual funds o¡
otler assets ñom those of its ouners or aly
other person.

BGE will maintain in its own name, or in
the name ofits subsidiaries, all assets and

other interests in property used o¡ useful in
its transmission and distribution business
and will not traßfer its ownershio iderest
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transmission and distribution
a¡d will not trarìsfer its ownership
interest in any such property to Exelon
o¡ an Exelon affiliate (other than a PHI
subsidiarl.) without requisite approval of
the Commission and any approval

i¡ed under the Federal Power Act.

wül not be tra¡sferred to its owners o¡
affiliates except with the consent and
authority ofthe SPE board ofdirectors-

E ìibit_(DoPr)
Sc¡edule A
Page 9 ol14

JOiNT APPLICANTS
DELAWARE PSC 14-193

RESPONSE TO DPA REQUEST NO,

and personal properry acquired by it

in any such propertJ¡ to Exelon or an Exelon
affiliate (other than a BGE subsidiary)
without requisite approval ofthe
Corlrmission a¡d any approval required
under the Federal Power Act.

will partrcìpate in the PHI utilities'
money pool the PHI utilities will not
participate in atry money pool opeÊted
by Exelon, and there will be no

The SPE will maintain a separate Dame

from and will not use fhe trademarks,
service marks o¡ other intellectual
property ofExelor¡ PHI, or PHI's
subsidiaries.
PHI and its utlþ subsidiaries will each

maintain a separate name from and will
not use the tradenìarks, service mark or
other intellectual property ofExelon or

ineline of firnds with Exeloa

will not be transferred to its owners or
affiliates except with the consent and
aùthoÌity ofthe R-F Holdco boa¡d of
directors.

and personal property acquired by it is

its other affiliates, except that each of
PHI's utilìtv subsidiaries mav identifi

money pool.
BGÊ will not commingle funds with
Exelo¡¡-

DE l+133
DPA Set 1 Q 26 Attâcnnent 1

ensure that title to all real

RF HoldCo shall maintain a separâfe name
ïÌom a¡d shali not use the trademarks or
other intellectual property of its afüliates.
BGE maintains a separâte name from and

does not use the trademarks, service marks
or other intellectual property ofExelon or
RF HoldCo, except that BGE identifies
itself as "An Exelon Company''.

management practices that a¡e distinct
from PHI and any affrliate.

cofitrnue to marntam ca
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rtselfâs an afllliate ofExelon on a basis
consistent with other Exelon utiiity
subsidiaries.

Any amendment to the organizational
documents ofthe SPE that would
rcmove or alter the voting or other ring-
fencing requirements described above
will require the unanimous vote of the
board ofdirectors ofthe SPE, rncludng
the independent directo¡, and the
ammative consent of the holder of fhe
Golden Share-

Ei¡ibil_(DcP-Î
Sclìedule I
Page 10ofl{

JOINT APPLICANTS
DELAWARE PSC 14-193

RËSPONSE TO DPA REQUEST NO.

wltffn lðu o¿lys lo owrng compteuon
ofthe merger, Exelon intends to obtain a
legal opinion that, as a result ofthe ring-
fencing measures it proposes to
implement for PHI ard its subsidiaries, a

banknÌptcy cou¡t \rr'ould not consoliilate
the a-ssets and liabilities of the SPE with
those ofExelon or EEDC, in the event of
an Exelon or EEDC bankruptcy, or the
assets and lìabilities ofPHI o¡ its
subsidiaries with those ofeither the SPE,

Exelon or EEDC, in the event ofa
bankruptcy ofthe SPE, Exelon or
FEIìC

Any amendment to the organiz¿tionâl
dofl]ments of RF HoldCo that would
remove the voting or other rilg-fencilg
requirements described above requires the
unanimous approval ofthe RF HoldCo
board of directors, including the
independent director, a¡d the affrrmative
consent ofthe holde¡ ofthe Golden Share-

The PHI utilities will not pay dividends
to their parent corrpany it after the
dividend payment, its equity level would
fall beiow the common equity ratio
accepted i.n recent rate cases by the
anolicable C-ommissioa

Exelon obtained a legal opinion tbat, as a

result ofrhe ring-fenci:rg measures it
implemented for BGE, a bankruptcy coùrt
would not co¡solidate the assets atd
liabilities of RF HoldCo with those of
Exelog in the event ofan Exelon
bânkuptcy, or the âssets and liabilities of
BGE v/ith those of either RF Holdco,
Exeloq i,n the event of a ba¡kruptcy of
either of those entities-

DE 1+193
DPA Sel l O 26 Attãchn¡ent'l

BGEr¡hqll not pay dlvi{ènds te lts p4¡entlif
âßer the dividend payment, BGE's equity
level would fall tielow 48%, as equíty levels

a¡e calculated rmder the Conrmission's
rateinaking þtecedents.

Page 10 of 14

Delman¿ shall not máke any distributions
that would iai¡se its cquity capital to fall
below 40% ôfpermanent capital.



The PHI utilities sha.ll not make any
distribution to theh parent ifthe urility's
senior u¡secured credit rating, or its
equivalent is rated by two of the tkee
major credit rating agencies below the
generally accepted definition of
investment prade.

In the eveÍ that the boùd ofdtectors of
â PHI utility resolves to pay dividends,
the utility shall file witb the
Commission, within 5 business days
afrer the palment ofthe dividend, the
calculations that it used to dete¡mine the
equity level at the time the board
considered payment ofthe dividends and
the calculations to demonstrate that the
equity ratio after the dividend payment
v'ill not fall below the common equity
ratio accepted in recent rate cases by the
¡nnlicahle Commission

Exhibil_(DCP-1)
ScheduÞ A
P¿ge 11 ú 14

JOINT APPLICANTS
DELAWAREPSC I4.193

RESPONSE TO DPA REQUEST NO.

BGE shall not make any distribution to its
pa¡ent if BGE'S senior unsecu¡ed credit
rating, or its equivalent, is rated by two of
the three major credil rating agencies below
the generally accepted definitìon of
investment grade

Each PHI utility will file an annual
compliance repod with respect to the
ring-fencing and other requirements.

BGE shall give the Commission 30 days'
notice prior to the payment of any dividend
afrer 2014. In the event thal the BGE boa¡d
of directors resolves to pay dividends, BGE
shall file with the Commission, within 5
business days after the payment ofthe
dividen{ the calculations that it used to
determine the equity level at the îìme the
board considered palmrent ofthe dividends
and the calculations to d€monstrate that the
equity ratio after the dividend payment will
not fall below 487o

At the time the SPE is formed and every
year thereafter, each PHI utility shall
provide the Cornmissìon a cefificate
from an officer of Exelon certi$ing:

(1) Exelon shall maintain the requisite
lesal seDarat€ness in the comorate

DË l+193
DPA Set 1 Q 26 Attachment J

BGE and RF HoldCo shalì each file an
armual compliance report with the
Commission with respect to the ring-fencing
requirements.

At the time RF HoldCo was formed and
every year thereafter, Exelon shall provide
the Commissìon a certificate Aom an officer
of Exelon c€rtirying:

(1) Exelon shall mainøin the requisite legal
seDarateness in the co¡Dorate reorsaniztion

Delmarva sha1l file a repol' with the
Commission on an an¡ual basis . . -

ad&essing the status of its compliance
with each of the ring fencing

Pase 11 of14



reorganization structure; (2) t
organization slructure serves imponant
busìness pu4roses for Exelo4 and (3)
Exelon acknowledges that subsequent
creditors ofPHI and the PHI utilities
may rely upon the separateness ofPHI
and the PHI utilities and would be
sþifrcantly harmed in the event
separateness is not maintained a¡d a
substantive consolidation ofPHI or a
PHI utility with Exelon were to occur.

Exhibit_(DCP'1)
scheduÞ a
Page 12.t 14

JOINT APPLICANTS
DELAWARE PSC 14.I93

RESPONSE TO DPA REQITEST NO.

Commission approval alter the
corporate cbaracter of either EEDC to
become a functionìng corporate entity
providing common support services for
PHI utilities.

structure; (2) the orgamztion structure
serves importarrt business purposes for
Exelon; and (3) Exelon acknowledges that
subsequent creditors ofBGE may rely upon
the sepamteness ofBGE and would be
significantly harmed in the event
sepârateness is not rrâintâined and a
substantive conso lidation ofBGE with
Exelon were to occu¡^

Exelon shall not engage in an internal
corporate reorganization relating to SPE,
PHI or any PHI utility, or EEDC for
which Commission approval is not
required without 90 days prior written
notification to the Commission. Such
notification shall include: (l) an opinion
ofreputable banknrptcy comsel that the

reorganization does not materially
impact the effectiveness of PHI's
existing rìng-fencing; or (2) a letter from
¡eputable bank¡uptcy counsel describing
what changes to the ring-fencing would

app¡oval aher EEDC's corporaie character
to become a functioning corporate entity
providing common support ser'¡ices for
EEDC subsidiaries.

be ¡eoui¡ed to ensure PHI is at least as

DE f+193
DPA Set'l O 26 Ahå.nñent 1

Ëxelon shall not engage in an ìntemal
corpcrate reorganization relating to RF
HoldCo, BGE or EEDC for which
Commission approval is not requûed
without 90 days prior written notification to
the Commission. Such notification shall
include: (l) an opinìon ofrepuøble
bankruptcy counsel that the reorganization
does not materially impact the effectiveness
ofBGE's existing ring-fencing; or (2) a
letter ûom reputable bankruptcy counsel
describing what cbanges to the ring-fencing
would be required to ensure BGE is at least
as effectivelv rine-fenced followine the
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effectively ring-fenced following the
reorganizâlion and a letter ftom Exelon
commifting to obtain a new non-
conso lidation option followiag the
reorganization and to take any firrther
steps necessary to obtain such an
opinion. Exelon will not object iftle
Commission elects to open an
investigation into the matter ifthe
Commission deems it approp¡iate, but
may complete the reorganization prior to
the conclusion of the Commission's
investigation if Commission approvai is
not otherwise requi¡ed.

Exhjbit_(DCP¡)
Schedule I
Pâge 13ofl¿

JOINT APPLICANTS
DELAWARE PSC 14.193

RESPONSE TO DPA REQUEST NO

At no time shall any PHI utility directly
or indirectly own or control, or have any
direct or indirect interest in or
managemeff or operation of other
utilities owned directly or indirectly by
EEDC; provided that this shâll not
preclude arms-length relationships
involving mutual cooperation and
assistance, sharing best practices,
activities and an-¿ngements intended to
improve operations and üeate
efficiencies.

reorganization and a letter from Exelon
comriitting to obtain a new non-
conso lìdation option following the
reorganization and to take aay firrther steps
necessary to obtain such an opinion. Exelon
will not object if the Commission elects to
open an investigation into the matter ifthe
Con¡nission deemed it appropriate, but may
complete the reorganizåtioû prior to the
conclusion of the Commission's
investigation if Commission approvâl is not
otherwise required-

Each PHI utility will commit that all
books and records of it pertaining to its
operiìlions in each oftbe jurisdictiors rt
which it has regulated operations will be
available for irspection and examination
bv each aonlicable Commission with

At no time shall BGE directþ or indirectly
o\ryn or control, or have any direct or
indìrect interest ir or nnnâgement or
operation oe, ComEd or PECO.

DE 14-193
DPA Sêt I O 26 Anaóment 1

Pursuant to'v'arious Maryland laws and

regulations, BGE's books and reco¡ds
pertaining to its operatìons i¡ Maryland are

available for inspection and examination by
the Commission to the extent of its
iurisdiction over such ooerations.
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Delmarva and PHI shall pr,:rvide the
Cornmission with access to all books,
records, documents, dala- board minutes.
presentations and forecasts of De lrnarva,

PHI and PHI subsidiaries and afüliates:
nrowide¡l howe-ve¡ fhât PHT afñliates



over such opefatlons.

SPONSOR:

ExhiÞit_(DCPr )
Schedule I
Page 14ot14

JOINT APPLICANTS
DELA1VARE PSC 14-193

RESPONSE TO DPA REQUEST NO-

business forecasts unless the Comnission

DÉ 1+193
DPA Sel 1 Q 26 Ariâcf¡meût 1

rot be rcquùed to disclose their
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